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Date: July 23, 2011

To: Toby Douglas, Director, Department of Health Care Services
Michael Cunningham, Interim Acting Director,
Department of Alcohol & Drug Programs

cc: Diana Dooley, Secretary, Health and Human Services Agency
Wayne Sauseda, Deputy Secretary, Health and Human Services Agency
Mark DeSaulnier, Chair, Senate Budget Subcommittee #3
Diane Van Maren, Consultant, Senate Budget Committee

From: Albert M. Senella, President
California Association of Alcohol and Drug Program Executives, Inc. (CAADPE)

RE: AB 106 Implementation - Transfer of Drug Medi-Cal from the
Department of Alcohol and Drug Programs to the Department
of Health Care Services

CAADPE submits the following written comments regarding the transfer of the state's
Drug Medi-Cal program from the California Department of Alcohol & Drug Programs
(DADP) to the California Department of Health Services (DHCS):

DHCS and DADP’s current efforts to implement AB 106 appear to be entirely focused on
the mechanics of physically moving the Drug Medi-Cal Program from DADP to DHCS.
While CAADPE recognizes this is a primary and immediate necessity as part of the
legislative mandate, CAADPE does not believe it is the sole mandate of the law. CAADPE
believes the law expresses a much greater intent of the Legislature.

AB 106 speaks clearly to improving access to Alcohol and other Drug Treatment
Services, including a focus on recovery and rehabilitation services. [t also states that
the transfer will improve state accountability and outcomes. These two points alone
make clear that the intent of the legislation is much broader than the physical move
from one department to another. To ensure improvements in the provision of Drug
Medi-Cal services, stakeholders have an obligation to focus on these essential aspects
of the legislation. CAADPE believes discussions addressing benefits, regulations,
realignment impacts on the delivery and integration of care, and the mandated interface
with health care reform must be on the agenda for early discussion.

CAADPE appreciates the acknowledgement by DADP and DHCS of the importance of
involving stakeholders. In addition, CAADPE recognizes the departments’ current efforts
to involve stakeholders in designing the plan for the transfer of the program. The
process outlined by DHCS/DADP staff to gather stakeholder input is reasonable and in
accordance of legislative direction stipulated in AB 106. However, CAADPE is concerned
that there has been no indication of ongoing stakeholder participation after the plan is
submitted to the Legislature. CAADPE recommends DHCS establish an ongoing
stakeholder workgroup to monitor and address implementation issues and to provide
expert guidance and advice regarding ongoing delivery of Drug Medi-Cal services once
the plan is adopted.



CAADPE requests that DADP and DHCS consider the following recommendations in developing and designing
the plan to transfer of the Drug Medi-Cal Program.

e Stakeholder Input: CAADPE notes that DHCS has convened focus groups to solicit comments and
recommendations from consumers, providers, and counties. As we look at the need for integrated care
and realignment to counties of both substance use and mental health disorders services, CAADPE
recommends DHCS/DADP organize an additional joint group comprised of mental health and
substance use disorder providers.

e Rate Setting: CAADPE supports the current policy of Drug Medi-Cal rates being set annually by the
State. CAADPE opposes any proposal that would delegate to counties the authority to set rates or to
alter reimbursement rates.

e Billing Process: The current billing process for Drug Medi-Cal services is cumbersome and complicated
for many counties and providers, especially for direct contract providers. CAADPE recommends a
review of this process with a focus on streamlining and improving efficiencies in the billing and
reimbursement process.

e Flectronic Billing: CAADPE recognizes that standardization of electronic billing will be required under
health care reform. The state, counties, and providers should be focused on designing and developing
standardized billing procedures compatible with the electronic health records currently under
development. This issue is an integral part of the discussions for the transfer of Drug Medi-Cal services

to DHCS.

e Cost Reports: CAADPE recommends that Cost Report requirements be eliminated. Currently the Drug
Medi-Cal program consists of five allowable treatment services. Cost Reports are required for four of
the five services that comprise the Drug Medi-Cal Program. Narcotic Treatment Programs (NTP), the
largest of the programs funded through Drug Medi-Cal, are not subject to the Cost Report requirement
and thus do not submit cost reports. The mainstream Medi-Cal system does not require them, nor does
Medicaid does not require them. The current state requirement for Cost Reports is cumbersome,
inefficient, and both burdensome and costly to providers, counties, and the state.

e Direct Contracts: Providers who hold direct state contracts for Drug Medi-Cal services are very likely to
be at very high risk of disruption in services and payments if the transfer from DADP to DHCS does not
take into consideration their unique circumstances. A careful look at the direct contract processes is
important to avoid disruption of services. Most counties, except where there are direct state contracts,
function as liaisons between providers and the state and help maintain services for the majority of Drug
Medi-Cal providers.

e Regulations: There is a real need to review state regulation for the Drug Medi-Cal Services. Narcotic
Treatment Programs (NTP's) are examples of this need. Nationwide, the federal government regulates
Narcotic Treatment Programs. In addition to the federal regulations, California has over the years,
added layers of additional state regulations to govern the operations of NTP's, These added state
regulations appear unnecessary, can add cost to providing services, are often cumbersome, inefficient,
and interfere with the delivery of appropriate treatment and health care delivery. The state’s additional
regulations governing the other four Drug Medi-Cal services inhibit the ability to deliver appropriate care
based on proper protocols, assessment, and identified treatment needs. The state regulations make
the use of medically recognized best practices impossible. Examples of such restrictions are

= restrictions on medications which can be used and do not respond to new medications;
limitations the frequency and type of sessions;

requiring added drug testing which is not based on clinical need;

requiring operating hours in excess of federal regulations which is costly; and

allowing only the five limited services.
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AB 106 requires improvements, efficiencies, cost reductions, and improvements in service outcomes
as part of its legislative mandates. Streamlining processes and eliminating duplicative regulations
governing the Drug Medi-Cal program are necessary and must be a part of the plan’s development.

Benefits: The current five services under the Drug Medical Program are so limited in scope and so
over-regulated that it is nearly impossible to deliver care based on the clinical assessments and patient
needs. The limited five services are not consistent with best practices and negatively affect patient
outcomes. A review of these benefits and regulations that restrict treatment is essential.

Organizational Placement and Leadership: The current proposed creation of a Behavioral Health
Services Division within DHCS will limit the influence and authority of the SUD treatment community -
its issue-informed public officials and community practitioners. The two fields are substantially
different in scope and service delivery, in size and resources, substantially different in philosophy and
approach, and substantially different in needs and population.

CAADPE recommends the creation of two separate divisions, one for Substance Use Disorders, and the
other for Mental Health Disorders. A separate deputy director should lead each division. Substance
Use Disorder issues would be negatively affected without separate high-level representation. While
there is a clear need for integrated care, bundling of the two services will not make administrative
processes easier of more effective. In fact, CAADPE believes such a merger would further hinder efforts
for the SUD field to provide essential services. The SUD field is small, and historically, has been
seriously over-shadowed by Mental Health and the broader health care system. Without its own
division, SUD issues lose visibility, and are thus easily ignored. Subsequently, a prominent role in policy
discussions that affect SUD is severely diminished. If, however, a Behavioral Health Division is created
under a single deputy, there must be an Assistant Deputy for each discipline; one for Substance Use
Disorders and the other for Mental Health Disorders.

Certification Process: The current Drug Medi-Cal initial application and certification process, as well as
the renewal certification process, is cumbersome and inefficient. CAADPE acknowledges that the DADP
is addressing this issue, but has not made the details public. Nor has the Department involved
providers in the discussions regarding improvements. The DADP application and certification process
differs substantially from the one used by mental health, for reasons not fully understood. CAADPE
acknowledges that the mental health application and certification process is also cumbersome and
inefficient. However, there is a real need for a combined certification process for a growing number of
providers who deliver services to individuals diagnosed with these two co-occurring disorders.
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